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On Thanksgiving Day, 
1985, a section of wall 
in Lock 7 collapsed, | 
bringing shipping in the 
St. Lawrence Seaway 
to a standstill. 
National attention focused 
on the Welland Canal 
as Pitts Engineering 
Construction raced to 
complete emergency repairs. 
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Year Ended Year Ended . 
December 31, December 31, Percentage y 


1985 1984 Change 
Revenue $114,298,000 $106,233,000 +7.6 
Net income $ 775,000 $ 239,000 +224.3 
Earnings per share $ Sms 05  +200.0 
Common shares outstanding 5,058,025 5,058,028 0 
Cash and short-term deposits $15,872,000 Soo? O08 + 20.3 
Bank and similar indebtedness $ 21,221,000 $ 20,760,000 +2.2 
Total shareholders’ equity $ 42,970,000 $ 42,195,000 +1.8 
Total assets $ 91,595,000 $ 87,205,000 +5.0 
Total backlog $ 51,300,000 $ 52,400,000 —2:1 


Banister Continental Ltd. is a Canadian PITTS REOPENS 
construction company specializing in civil, ST. LAWRENCE SEAWAY 


marine, pipeline, industrial, and TO OUR SHAREHOLDERS 
underground utility construction. During CIVIL AND MARINE 
more than forty years of operation, ENGINEERING CONSTRUCTION 


projects have been completed in Canada, PIPELINE CONSTRUCTION 
the United States, and the Middle East. UTILITIES CONSTRUCTION 


Banister was founded in 1948 and INTRODUCING 
became a public corporation in 1969. NICHOLLS-RADTKE. LTD. {1 
Banister shares are listed on the Toronto, BANTREL GROUP ENGINEERS LTD. 12 
Montreal, Alberta, and American Stock OUTLOOK D 
Exchanges. 

; : MANAGEMENT'S DISCUSSION 

In 1985 Banister acquired a 50% AND ANALYSIS 14 
interest in a mechanical-electrical CONSOLIDATED FINANCIAL 
contractor located in central Canada. This = StaFEMENTS re 
is an important step in developing new CORPORATE 
capabilities and expanding the INFORMATION INSIDE BACK COVER 
Corporation's role in the construction 
industry. 


The Corporation’s Form 10-K 
Annual Report to the Securities and 
Exchange Commission is available to 
shareholders, at no charge, upon 
written request to the Manager, 
Corporate Communications, Banister 
Continental Ltd., P.O. Box 2408, 
Edmonton, Alberta T5J 2R4. 
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n the fall of 1985, Pitts 
Engineering Construction 
carried out the most 
important repair job in its 
43-year history. On Thanksgiving Day, 
October 14, part of a wall in Lock 7 of the 
Welland Canal at Thorold, Ontario collapsed, 
bringing shipping in the St. Lawrence Seaway 
to a standstill. Pitts was immediately called in 
by the St. Lawrence Seaway Authority to 
carry out emergency repairs. 


A 46-metre (150-foot) section of concrete 
weighing thousands of tons had broken away 
from the lock wall and trapped a Liberian 
vessel outbound for Egypt with a cargo of 
grain. The FURIA was freed undamaged the 

following day and became the first in a long 
line of ships waiting to pass through the lock. 


The Welland Canal is the 43-kilometre 
(27-mile) section of the St. Lawrence Seaway 
which links Lake Erie with Lake Ontario. A 
total of eight locks enable ships to navigate 
the 100-metre (325-foot) change in water 
level between the two lakes. With Lock 7 
closed, all shipping in the upper section of the 
St. Lawrence Seaway came to an abrupt halt. 


National attention was suddenly focused 
on the collapsed wall. More than 125 vessels 
from 16 nations were stranded at the height 
of the shipping season and the prices of 
goods, such as grain, which are exported 
through the Seaway, fluctuated on commodities 
markets. Costs to ship owners and 
losses in international trade mounted daily. 


Time was of the essence in carrying out a 
task both difficult and dangerous. Steel braces 


were placed across the lock to stabilize the 
walls and prevent further damage. Working 
from barges, Pitts crews removed the 
dislodged concrete from the partially drained 
lock, while at the same time backfill was 
excavated from outside the lock wall. Rock 
anchors were then installed both inside and 
out to support the remaining concrete and 
reinforcing steel was placed. More than 2,100 
cubic metres (2,750 cubic yards) of new 
concrete was then poured to restore the lock 
to operating condition. 


Working 24 hours a day and seven days a 
week, Pitts completed repairs exactly 21 days 
after being awarded the contract. When Lock 
7 reopened on November 6, W.A. O'Neil, 
president of the St. Lawrence Seaway 
Authority, expressed the relief felt by many: 


_ “the successful conclusion to what was a 
very costly and harrowing experience for 
both the users and operators of the Seaway 
system was in large part due to the 
dedicated round-the-clock efforts of your 
company. . . In the face of extremely 
adverse weather conditions, a task that 
would normally have taken months to 
complete was accomplished in three weeks 
— it was indeed a most impressive 
achievement.” 


Perhaps, though, the greatest compliment 
Pitts received was being called in to do the 
work in the first place. In emergency 
situations, a reputation for performance under 
difficult circumstances is a contractor's highest 
recommendation. Pitts’ reputation continues 
to grow as each new challenge is met. 
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TO OUR SHAREHOLDERS 


he Canadian engineering € 
construction industry 
experienced another 
difficult year in 1985. 
Under these conditions we are pleased to 
report that after-tax profits increased to 
$775,000 on revenues of $114,298,000 for the 
year ending December 31, 1985. Although 
this volume is significantly below our 
Capacity, our operating results have improved. 
The resiliency your Corporation has shown 
results from management's efforts to decrease 
overhead, dispose of surplus assets, and bid 
and execute work assiduously. 


The recent world-wide decrease in the price 
of oil will likely result in reduced levels of 
construction activity in the petroleum sector 
in the coming year. Your Corporation took an 
important step in 1985 to expand construction 
capabilities and make us less dependent on 
the petroleum sector. 


In December the Corporation acquired a 
50% interest in Nicholls-Radtke Ltd. This 
organization is headquartered in a 7,900 
square meter fabrication facility in Cambridge, 
Ontario. Specializing in industrial 
construction, Nicholls-Radtke provides 
Banister with a diversified client base in € 
central Canada. The founders of Nicholls- 

Radtke, Mr. D. J. Radtke and Mr. W. C. 
Nicholls, have retained their executive 
positions and an equity interest in the new 
company. We are optimistic that, under their 
entrepreneurial leadership, Nicholls-Radtke 
will play an important role in the Banister 
Construction Group in the years ahead. 


Perhaps the best news for shareholders in 
1985 was the favorable ruling Banister 
received on November 13 from the Court of 
Appeals of the State of Oregon. The original 
jury award of U.S. $12,800,000 plus interest, 
received on February 13, 1983, was upheld. 
The lawsuit relates to a pipeline constructed in 
Oregon in 1980-81. 


The defendant, Northwest Pipeline 
Corporation, has petitioned the Supreme Court 
of the State of Oregon to review the appeal. 
As of the date of this message, we do not 
know if a review will be granted. We are 
hopeful that the review will be denied and 
payment of approximately U.S. $16,000,000 
will be received immediately thereafter. If a 
review is granted by the Supreme Court of 
Oregon, it will delay the final outcome for an 
undetermined length of time. However, 
management remains optimistic that once the 
judicial process is complete, we will prevail. 


Shareholders will recall that we agreed to 
non-binding mediation to amicably settle a 
$108,000,000 claim relating to construction of 
the Revelstoke dam and powerhouse for 
British Columbia Hydro. Negotiations are 
continuing with a view to settling these 
claims. The joint venture has agreed not to 
commence legal action with respect to the 
claims until the earlier of repayment of certain 
indebtedness to the owner or March 31, 1986. 


The Corporation’s accounting policy is 
conservative. All of the losses for the pipeline 
project in Oregon and the dam and 
powerhouse in British Columbia were written 
off in past years. Therefore, any awards will 
considerably strengthen the Corporation's 
already sound balance sheet. 


Four of the Corporation's five operating 
units recorded profits in 1985. Banister 
Pipelines, Pitts Engineering Construction, and 
Cliffside are wholly owned divisions and all 
were profitable. Nicholls-Radtke, a fifty- 
percent-owned affiliate acquired in December, 
made a contribution to profit in the last 
quarter of 1985. Bantrel Group Engineers 
Ltd., a twenty-percent-owned affiliate, had 
some important engineering awards but 
recorded a loss for the year. Details of the 
operations of these units will be discussed in 
the body of this annual report. 


A major problem facing the business 
community is skyrocketing costs for general 
liability insurance coverage. The construction 
industry and your Corporation are currently 
determining how best to cope with this 
problem. We may restructure our divisions 
back to their previous subsidiary status to 
reduce our insurance costs, maintain adequate 
coverage, and remain competitive. 


We are pleased that the February 26, 1986 
Federal budget will reduce the national deficit. 
We believe the international financial 
community’s confidence in the Conservative 
government will be increased by this 
commitment to deal effectively with a serious 
financial problem. 


During the year Mr. W. M. Bateman retired 
as President and Chief Operating Officer and 
Mr. R. MacTavish was promoted from 
Executive Vice President to fill the Presidency. 
W. M. Bateman, whose father was also a 
long-term employee, made invaluable 
contributions to the success of the 
Corporation and we offer our heartfelt 
appreciation and congratulations. 


Banister Continental Ltd. is one of 
Canada’s premier contractors. We have a 
strong balance sheet, proven expertise, and a 
wide scope of construction disciplines to offer 
our clients. 


While 1986 looks like a difficult year for 
our industry, we are confident that we will 
continue our record of achievement. 


Respectfully submitted on behalf of the 
Board, 


0 he 


R. K. BANISTER 
Chairman and Chief Executive Officer 


a 


R. MacTAVISH 
President, Chief Operating Officer 
and Chief Financial O,ficer 


March 4, 1986 
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itts Engineering International Airport. The owner of this $9 
Construction is one of million project is the Regional Municipality of 
Canada’s largest heavy Ottawa-Carleton. 
civil and marine Pitts is proceeding with another major 
construction contractors. Pitts specializes in project for the same client. A series of related 
large-scale energy developments, hydroelectric contracts has been awarded to Pitts during 
dams, tunnels, subways, bridges, highways, the past two years for construction of part of 


railways, dredging, and marine work. During —_ttawa’s bus transit system. The $8.5 million 
the past 43 years, Pitts has worked on a wide Fast Transitway was completed on schedule in 


variety of projects across Canada, and in 1985. Two adjacent contracts totalling $8.6 
1985 extended operations to the United States. million have been awarded to Pitts for bridges, 


In May, Pitts completed a transit station at _ retaining walls, and the new St. Laurent 


B.C. Place Stadium, twin bored tunnels, Station. Work will include excavation of 
modifications to an existing tunnel, and a 180,000 cubic metres (235,450 cubic yards) 
section of cut-and-cover tunnel — part of of earth and rock in a congested urban 
Vancouver's new ALRT (advanced light rapid location, major utility reconstructions, and 
transit) system. This $13.5 million contract placing of 28,000 cubic metres (36,625 cubic 


was awarded in mid-1983 by B.C. Transit and yards) of concrete. 
Metro Canada Limited. 


The Hunt Club Bridge in Ottawa, Ontario Above: Vai 
also reached final completion in 1985. The pip eisai 
bridge is a twin 230-metre (755-foot) concrete 
and steel structure carrying six lanes of traffic 
over the Rideau River near Ottawa 


The largest contract under construction in 
1985 is part of the new Canadian Pacific rail 
line through Rogers Pass near Revelstoke, 
British Columbia. Pitts’ contract is for a 
difficult section of surface route along the 
mountainside above the Beaver River. 
Included in the project is the seven-span, 
high-level Stoney Creek bridge, which was 
substantially completed in 1985. Progress was 
also made during the year on the east portal 
of the Shaughnessy Tunnel, a 1,230-metre 
(4,035-foot) steel and concrete viaduct, and a 
900-metre (2,955-foot) section of rail grade 
supported by precast concrete retaining walls 
tied into the mountainside with ground 
anchors. 


Due to the severity of winters in the Rogers 
Pass area, the working season is only six 
months per year. Awarded in June, 1984, this 
project is now 65% complete and scheduled 
for final completion in mid-1987. 


A high-profile repair job for the St. 
Lawrence Seaway Authority in 1985 is 
featured on page 1 of this report. Pitts has 
many years experience in canal and lock 
reconstruction. Earlier in the year, two 
contracts for underpinning and stabilization of 
the sixty-year-old concrete walls of the 
Welland Canal near Port Colborne, Ontario 
were completed eight months ahead of 
schedule. 


Also during 1985, Pitts carried out three 
dredging contracts with a total value of $3.8 
million for Public Works Canada in the 
Maritimes. Work at Lunenburg, Nova Scotia 
and Long Pond, Newfoundland was 
completed early in the year. A contract for 
dredging and harbour improvements at 
Stephenville, Newfoundland, awarded in 
October, 1985, was 70% complete at 
year-end. 


Late in 1985 Pitts was awarded a contract 
for a sewer tunnel in Milwaukee, Wisconsin 
valued at U.S. $9.2 million. Work is being 
carried out in joint venture with an American 
construction company and is expected to take 
approximately two years. This is Pitts’ first 
project outside of Canada. 


Another Pitts joint venture is low bidder on 
a similar tunnel contract in Montreal, Quebec. 


‘A $32 million project for the Montreal Urban 


Community will include a concrete-lined 
interceptor tunnel 4 metres (13 feet) in 
diameter and 6,500 metres (21,325 feet) long 
with connecting tunnels and an access 
structure. Completion is scheduled for 1988. 


In 1985 Pitts continued to face fierce 
competition for the limited volume of available 
work. We are currently investigating 
Opportunities in the design, construction, and 
operation of small hydroelectric power plants, 
the output from which could be sold to utility 
and industrial clients under long-term 
contracts. In addition to pursuing 
opportunities throughout Canada, we are also 
exploring selected markets in the United 
States and overseas. 


The Hunt Club bridge in Ottawa is 
now open to traffic 
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anister Pipelines is a 

leader in the Canadian 

pipeline construction 

industry. Banister 
specializes in large-diameter cross-country 
pipelines, distribution and gathering systems, 
pipeline river crossings, and testing and 
upgrading of existing pipelines. During its 
37-year history, major pipeline projects have 
been completed in Canada, the United States, 
and the Middle East. 


In 1985 the pipeline construction industry 
continued in a depressed state, with available 
capacity far exceeding the market demand. 
Banister Pipelines was successful in obtaining 
a contract to construct 105 kilometres (65 
miles) of 168-324 millimetre (6-12 inch) 
natural gas pipeline in the Eastern Townships 
of Quebec for Gaz Inter-Cite Quebec Inc. In 
spite of a slow start due to wet weather, work 
was completed on schedule. This joint-venture 
project accounted for 85% of the pipeline 
division’s volume. 
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Banister also performed upgrading for 
TransCanada PipeLines at five locations in 
southeastern Ontario. Work included sealing 
off and abandoning an unused line, lowering 
a concrete-coated line through a swamp, 
changing valves, testing, and emergency 
repairs to TCPL’s main natural gas line near 
Oshawa, Ontario. 


In October Banister Pipelines carried out 
high impact welding tests for Nova, An 
Alberta Corporation. Currently at the 
experimental stage, high impact welding is a 
potentially less costly and more efficient 
welding method. 


Competition in 1986 will continue to be 
high with few new mainline construction 
projects built in Canada. 


Smaller projects and replacement and 
upgrading of existing lines will remain an 
important secondary market for our services. 
With careful bidding and construction 
planning, we will be able to achieve forecast 
revenues and profits. In the long-term we will 
continue to develop additional markets for our 
services both in Canada and internationally. 


The Corporation has been involved in 
pipeline construction in the United States 
since 1966. In 1975 operations expanded to 
the Middle East and several important projects 
were completed in Iraq. 


Banister’s most recent pipeline project 
outside of Canada was the construction of 
177 km (110 miles) of natural gas pipeline in 
Oregon for Northwest Pipeline Corporation. 
Upon completion of this project in 1981, 
Banister claimed reimbursement for extra 
costs incurred due to changed conditions. A 
lawsuit ensued, and in February of 1983 we 
were awarded U.S. $12.8 million, plus 
interest, by jury verdict. 


Northwest appealed the verdict; on 
November 13, 1985, the appeal was denied 
and the original verdict upheld by the Court of 
Appeals of the State of Oregon. Northwest 
has now petitioned the Oregon Supreme Court 
to review the appeal. We do not yet know if a 
review will be granted, but are hopeful that it 
will be denied and payment of the award will 
be received in 1986. In accordance with our 
accounting policies, no recovery will be 
recorded in the Corporation's financial 
statements until the matter has been finally 
resolved. 


Banister continues to investigate pipeline 
opportunities outside of Canada and will 
pursue international work through joint 
ventures in 1986. 


liffside is Ontario's largest 
underground utility 
contractor. Cliffside installs 
natural gas services, 
telephone, electric, and cable television lines, 
water mains, storm drains, and sewers 
throughout Ontario and in Quebec, with the 
largest volume of work performed in the 
Metropolitan Toronto area. 


In 1985 Cliffside achieved record revenues 
and profits, with work volumes increasing in 
all of its operating divisions. Record sales of 
new homes in the Toronto area and an 
upward trend in the economy resulted in high 
levels of utility construction work throughout 
the year. 


Cliffside’s gas distribution division was 
extremely active during the first quarter of 
1985 converting homes from oil to natural gas 
before the Federal conversion grant program 


ended on March 31. Cliffside's Bell and Hydro, 
water and sewer, and boring crews were also 
busy throughout the year. 


In 1985 Cliffside entered the Quebec 
market and constructed 26 km (16 miles) of 
natural gas distribution line in Hull. Cliffside 
plans to pursue gas distribution and Bell and 
Hydro work in Quebec from a new leased 
location in Montreal. 


During the year Cliffside also established 
an office and yard in Hamilton, Ontario to 
better serve clients in that area. Cliffside now 
operates from a total of eight locations in 
Central Canada. 


Above: Excavating the trench is a 
first step in instal utility cables 


for a new subdivision in Toronto 


Cliffside embarked on a new type of work 
in 1985: installation of fibre optic cables for 
telephone lines. In November, 200 km (125 
miles) of fibre optic cable between London 
and Windsor, Ontario was successfully 
completed for Bell Canada. 


Two important equipment acquisitions 
during the year expanded Cliffside’s 
capabilities. Fibre optic cable is installed by a 
KRAC plow which can open a trench, lay the 
cable, and cover the trench in a single pass. 
Cliffside also acquired a‘vacuum excavator 
which uses revolutionary technology to 
minimize the excavation required for access to 
buried utility lines. Both machines performed 
well and increased productivity is expected in 
the future. 
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Cliffside's manufacturing division also 
enjoyed a good year in 1985. Footage Tools 
designs and manufactures a range of custom 
field tools for utility construction, including 
underground piercing tools, boring machines, 
plastic fusion and squeeze-off tools, leak 
detectors, tapping machines, and other 
specialized equipment. Footage Tool’s 
patented products are now used by all of the 
major Canadian gas companies and are 
becoming well-known throughout the United 
States and Canada. 


The outlook for Cliffside remains very 
promising. Although volumes of gas 
distribution work may not be as high in 1986, 
an increase is forecast in Bell and Hydro 
work. The water and sewer and & 
manufacturing divisions are expected to , 
maintain current levels. Cliffside enters 1986 
with a good backlog in all divisions and looks 
forward to another outstanding year. 


INTRODUCING NICHOLLS- RADTKE LTD. 


n December, 1985, 
Banister Continental 

Ltd. acquired a 50% 
interest in Nicholls-Radtke 
Ltd., a mechanical and electrical contractor 
headquartered in Cambridge, Ontario. This is 
an important step for the Banister 
Construction Group. 


Nicholls-Radtke provides comprehensive 
mechanical and electrical construction 
services for modifications and installations in 
both new and existing plant facilities. Areas 
of expertise include piping, electrical, 
millwrighting and rigging, boilermaking, 
instrumentation, and fire protection. 

Nicholls-Radtke is currently working on a 
series of major construction projects including 
the installation of a dehydration facility for 
Union Gas at its compressor station at Dawn, 
Ontario as well as the installation of 
mechanical and electrical systems for the 
cooling water pumphouse at Ontario Hydro's 


Darlington Nuclear Generating Station. 


Nicholls-Radtke is also handling plant 
modifications for Ford Motor Corporation at 
Oakville and Talbotville, Ontario, and 
installing an electrical cable pan system at the 
Darlington Station. 


At present, Nicholls-Radtke is awaiting 
finalization of the contract for the installation 


of piping for the 800 megawatt turbines at the 
Bruce Nuclear Plant ‘*B”. 

Nicholls-Radtke has completed projects 
throughout Canada in a wide variety of 
industries: oil and gas pipelines, food 
processing, automotive assembly, heavy 
industrial, chemicals and petrochemicals, 
nuclear power, pulp and paper, metals 
processing, electrical transmission, and other 
manufacturing facilities. 


A 7,900 square metre (85,000 square foot) 
fabrication shop at Nicholls-Radtke's 
Cambridge headquarters makes use of the 
latest technology. Fabrication and assembly of 
materials and components at this modern 
facility often provide economic and scheduling 
advantages to clients. 


Nicholls-Radtke was founded in 1975 by 
W. C. (Bill) Nicholls and D. J. (Dave) Radtke, 
who have retained 50% interest and remain on 
staff. Over the past ten years, Nicholls- Radtke 
has established an excellent reputation in the 
industrial sector of the construction industry. 


Nicholls-Radtke's mechanical and electrical 
capabilities are a valuable addition to the 
Banister Construction Group. We are now able 
to provide more complete construction 
services to a broader range of clients. This is 
an important step forward in our continued 
growth and success in the construction industry. 
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BANTREL GROUP 
ENGINEERS LTD. 


In 1985 Bantrel Group expanded its 
mandate to include all petroleum-related work 
in Canada. Bantrel continues to pursue 
technical service and EPC (engineering, 
procurement, construction) contracts for 
offshore and Arctic projects, heavy oil 
upgraders and production facilities, tarsands 
plants, refineries, and petrochemical projects. 


Bantrel was formed in 1983. Its members 
are Bechtel Canada Limited (40%), Banister 
Continental Ltd. (20%), Trimac Limited (20%), 
Bond Architects and Engineers Limited (10%) 
and Scotia Energy Services Limited (10%). 


During 1985 Bantrel carried out studies for 
several major oil companies, including Petro- 
Canada, Parex, and Canterra. A major 
engineering contract was awarded to Bantrel 
early in 1985 for the secondary upgraders on 
Husky Oil’s bi-provincial upgrader project at 
Lloydminster, Alberta. 

Other contracts were awarded in 1985 by 
Dome Petroleum, BP Resources Canada, and 
Suncor. An EPC contract was awarded by 
Alberta Gas Chemicals Ltd. for an ammonia 
plant near Medicine Hat, Alberta. Increased 
activity in Eastern Canada included an 
engineering contract for upgrading a Petro- 
Canada refinery and an EPC contract for an 
Esso Chemical pelletizer plant in Sarnia, 
Ontario. 


Although the outlook for 1986 depends to 
some extent on world oil prices, Bantrel is 
optimistic about the coming year. Specific 
market areas have been targeted and a 
number of potential projects identified. 
Bantrel’s reputation for quality and service 
continues to grow. 


OUTLOOK 


A drop in world oil prices at the end of 
1985 darkened prospects for construction in 
the petroleum sector in Canada during the 
coming year. However, fluctuations in the 
petroleum industry are typically sudden and 
unpredictable; an upswing could greatly 
improve the outlook for 1986. 


Banister’s acquisition of a 50% interest in 
Nicholls-Radtke Ltd. is a first step toward 
making us less dependent on the petroleum 
industry. Nicholls-Radtke enters 1986 with a 
sizable backlog of work and is expected to 
contribute significantly to the Corporation's 
revenues and profits. 


Banister Pipelines is especially vulnerable 
to market fluctuations in the oil and gas 
sector. While, historically, periods of 
decreased activity have been short-lived, we 
recognize the importance of adapting to 
current conditions. During 1986 Banister 
Pipelines will continue to pursue new 
Opportunities for pipeline construction in 
Canada and internationally. 


Civil and marine construction in Canada 
continues to suffer from a shortage of work 
and intense competition for the small amount 
of work that is available. We are hopeful that 
major sales of hydroelectric power by Quebec, 
Manitoba, and British Columbia will improve 
the long-term construction outlook in those 
provinces. Meanwhile, Pitts continues to bid 
on both traditional and new types of work, 
and hopes to expand operations in the United 
States and selected overseas markets. 


Cliffside continues to thrive in Ontario's 
utility construction industry. Recent expansion 
into new market areas has enabled Cliffside to 
maintain the momentum built up over the 
past few years. We are confident that Cliffside 
will continue its solid financial performance in 
1986. 


Late in 1985 Bantrel Group Engineers Ltd. 
was shortlisted to bid on Mobil Oil Canada’s 
Hibernia offshore development project. By 
mid-year we will know if we have been 
successful in our bid for this important 
contract. Bantrel will continue its aggressive 
pursuit of EPC work in the Canadian 
petroleum sector during 1986. 


Although the Canadian construction 
industry remains depressed, we are confident 
of holding our own in 1986. Our reputation, 
experience, and strong balance sheet are 
valuable assets enabling us to make the most 
of current conditions. We look forward to 
improvement in the long-term. 
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF 
FINANCIAL CONDITION AND RESULTS OF OPERATIONS 


Results of Operations 


As a result of changing the fiscal year end from March 31 
to December 31 effective in 1983, the operating results for the 
nine months ended December 31, 1983 are not necessarily 
comparable with the results for the years ended December 31, 
1985 and December 31, 1984. Comparative financial results 
for the years ended December 31, 1985, 1984 and 1983 are 
referred to in the Corporation's summary of significant 
accounting policies. 


Construction and service revenue increased to $112.1 
million for the year ended December 31, 1985 compared to 
$104.4 million for the year ended December 31, 1984 
primarily due to increased civil construction and utility 
construction revenues and the October 1, 1985 acquisition of 
50% of Nicholls Radtke Ltd. partially offset by reduced pipeline 
construction revenue. Reference is made to Note 2 to the 
Corporation's Consolidated Financial Statements for a 
description of the pro forma information relating to the 
acquisition of Nicholls Radtke Ltd. The lower construction and 
service revenue of $97.5 million for fiscal 1983 reflects the 
short fiscal period referred to in the paragraph above. At 
December 31, 1985, the backlog of construction work was 
$51.3 million compared to $52.4 million and $44.8 million at 
December 31, 1984 and December 31, 1983 respectively. 


In conjunction with the increase in construction revenue, 
operating expense for the year ended December 31, 1985 
increased to $97.8 million from $92.8 million for the year 
ended December 31, 1984. Operating expenses relative to 
construction and service revenue for 1985 and 1984 are 
proportionally less than for 1983 because the latter period 
includes operating costs which exceeded revenue from the 
Revelstoke Dam project. Reference is made to Note 12(a) to 
the Corporation's Consolidated Financial Statements for a 
description of the contingencies related to the Revelstoke Dam 
Project. ; 


Other income increased to $2.2 million for the year ended 
December 31, 1985 compared to $1.9 million for the year 
ended December 31, 1984 primarily due to increased gains on 
disposal of fixed assets partially offset by reduced interest 
income. Reference is made to Note 10 to the Corporation's 
Consolidated Financial Statements for a description of the 
components of other income. 


Depreciation for the year ended December 31, 1985 
increased to $3.6 million compared to $3.4 million for the year 
ended December 31, 1984 and $3.0 million for the 9 months 
ended December 31, 1983. The increase for fiscal 1985 
compared to fiscal 1984 is due to additions to fixed assets 
during 1985. The increase over fiscal 1983 reflects the impact 
of the nine month fiscal period. 
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Interest expense for the year ended December 31, 1985 is 
substantially higher than for the year ended December 31, 
1984 and the nine months ended December 31, 1983 because 
non-bank advances made to a joint venture were outstanding 
for a full year during fiscal 1985, compared to four months in 
fiscal 1984 and were not present during the nine months 
ended December 31, 1983. 


Selling, administrative and general expense of $8.8 million 
for the year ended December 31, 1985 is higher than the $8.4 
million for the year ended December 31, 1984 primarily due to 
the additional expense resulting from the acquisition of 
Nicholls Radtke Ltd. Selling, administrative and general 
expense for the year ended December 31, 1984 is greater than 
the expense for the nine months ended December 31, 1983 
due to the shorter fiscal period in 1983, partially offset by the 
effect of the reduction in overheads and staff. 


The effective income tax rate for the year ended December 
31, 1984 was higher than both the statutory rate for fiscal 
1984 and the effective income tax rates for 1985 and 1983 
due to losses in the Corporation's U.S. subsidiary for which no 
tax recovery was provided. 


Effects of Changing Prices 


The Canadian Institute of Chartered Accountants (CICA) 
requires large publicly-held enterprises to provide 
supplementary disclosure of current cost adjusted financial 
information to reflect the effects of changing prices. The 
Corporation has complied with the CICA reporting 
requirements for changing prices which closely parallel the 
objectives of the United States Financial Accounting Standards 
Board (FASB) Statement No. 33. 


Under the CICA requirements, the financial schedules 
presented below show the asset and income effects of specific 
changes in prices and of general inflation on the Corporation's 
fixed assets and net assets. 


Specific price changes for the Corporation's property and 
equipment provide a measure of the current cost of 
maintaining the Corporation's productive capacity. Since the 
Corporation's fixed assets experience relatively little 
technological change, recent appraisals and supplier 
quotations were used to estimate the current cost of 
reproducing the Corporation's existing assets. Compared to the 
Corporation's historical accounts for the year ended December 
31, 1985, the provision for depreciation has increased by $1.1 
million to $4.7 million by depreciating the current cost values 
of fixed assets over the useful life assigned to them in the 
historical accounts, the gain on disposal of fixed assets was 
reduced by $0.7 million and net income was reduced by $1.8 
million resulting in a net loss of $1.0 million on a current cost 
basis. No adjustment is made to the income tax reported in 
the historical cost financial statements. 


MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL 
CONDITION AND RESULTS OF OPERATIONS (continued) 


==... 


The income (loss) attributable to common shareholders on 
a current cost basis in constant dollars reflects the increase in 
the current cost of fixed assets held during the period net of 
the effects of general inflation, and the loss in purchasing 
power of monetary assets as a result of general inflation. The 
income for the year ended December 31, 1985 attributable to 
common shareholders on a current cost basis in constant 
dollars indicates that the general purchasing power of the 
common shareholders’ equity increased by $0.2 million. The 


loss attributable to common shareholders on a current cost 
basis for the corresponding period ended December 31, 1984 
indicates that the general purchasing power of the common 
shareholders’ equity declined by $0.6 million. 


While the information on the effects of changing prices was 
prepared using valid assumptions, it must be recognized that 
the CICA recommendations provide for considerable flexibility 
and that equally valid alternative current cost assumptions 
could have produced materially different results. 


SCHEDULE OF CONSOLIDATED INCOME ON A CURRENT COST BASIS 
For the Years Ended December 31, 1985 and 1984 
(In Canadian Dollars) 


As Reported in the Historical 
Cost Financial Statements 


1985 


Revenue: 


$112,064,000 Construction and services 


Current Cost Basis 
1985 1984 


$112,064,000 $108,297,000 


(ete BOO: COMO ID Oar eo 


Re Ot O00 tes "2 OLICIMITICOIMC ar ret: eee acs eal es 1,515,000 1,935,000 
114,298,000 113,579,000 110,232,000 
Expenses: 

OG LA O00 ™ a: 2 28 ON eClAUN Ope temas Biers hie Some owe agi eu 97,822,000 96,281,000 
-) Sr oorO0Os 3c: DC PiCCiatiOline ere nee Yeas. as cee ems oe tees 4,730,000 4,487,000 
Dee OOO, ahd. 5's TA GCRES te monte scat at Mc keh Ss. aha a Be Ges So 3 2,344,000 948,000 

COS O00 i bs ny Selling, administrative and general ............ 8,887,000 8,670,000 
112,686,000 113,783,000 110,386,000 
TE OI2 000% sare, 5 Income: (loss)\ebetore Income taxeS -wa... .-..4 0. (204,000) (154,000) 
89,000 23: oes IMGOIMCHAKCS Teme file. 6 cig a io Raceewts now F wars 837,000 489,000 
$ LEoOOO” Aaa a Net income (loss) on a current cost basis ......... (1,041,000) (643,000) 
Increase in specific prices of fixed assets held during 
ENGI DO ROG rien peseates . c ali is SRR sR ete 3,117,000 1,795,000 
Income attributable to common shareholders on a 
current cost basis in nominal dollars .......... 2,076,000 1,152,000 
Less increase in specific prices of fixed assets 
attributable to the effects of general inflation .... (1,834,000) (1,688,000) 
Less loss in purchasing power of net monetary assets 
attributable to the effects of general inflation .... (90,000) (46,000) 
Income (loss) attributable to common shareholders 
on a current cost basis in constant dollars ...... $ 152,000 $ (582,000) 


The 1984 comparative results have been restated in 1985 average dollars. 
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL 


CONDITION AND RESULTS OF OPERATIONS (continued) 


EN 


SCHEDULE OF CONSOLIDATED ASSETS ON A CURRENT COST BASIS 
As At December 31, 1985 
(In Canadian Dollars) 


As Reported in the Historical 
Financial Statements 


Current Cost Basis 


1985 1985 1984 
$55,407;000— carers, Fixed. assetS = nets. <0. wea. ee. cee or eae $44,144,000 $44,034,000 
SAD: 970000) ea eee Net assets (common shareholders’ equity) ........ $53,707,000 $54,333,000 


The 1984 comparative results have been restated in 1985 average dollars. 


Liquidity 

Cash and cash equivalents increased $4.6 million during 
the year ended December 31, 1985. $6.4 million cash was 
provided by operations partially offset by $2.0 million net cash 
used to acquire a 50% interest in Nicholls Radtke Ltd. Cash 
and cash equivalents decreased $4.5 million and $5.9 million 
for the year ended December 31, 1984 and the nine months 
ended December 31, 1983 respectively primarily reflecting the 
use of cash for operating activities. 


Working capital decreased $1.2 million during 1985 
compared to an increase of $1.3 million during 1984 anda 
decrease of $1.8 million during the nine months ended 
December 31, 1983. 


Unused lines of credit decreased to $12.6 million at 
December 31, 1985 from $17.7 million at December 31, 1984 
largely due to the Corporation's cancellation of its $6.0 million 
term line of credit. 


The Corporation’s cash and working capital positions could 
be materially improved by the favourable settlement of claims 


referred to in Notes 12(a) and (b) to the Corporation's 
Consolidated Financial Statements. The Corporation's cash 
position will be adversely affected by the repayment of joint 
venture indebtedness referred to in Note 7 to the Corporation's 
Consolidated Financial Statements. 


In order to conserve cash resources, the Corporation did not 
make dividend payments in the fiscal periods ended December 
31, 1985, 1984 and 1983. 


Capital Resources 


The Corporation replaces its construction equipment over 
an extended period of time based on the specific requirements 
of contracts obtained. In certain situations, the Corporation 
will rent or lease rather than purchase equipment. Equipment 
purchased for certain long-term civil construction contracts 
may be funded by proceeds from mobilization advances 
received at the beginning of such contracts. 


Management believes that capital resources are adequate to 
meet requirements for 1986. 
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BANISTER CONTINENTAL LTD. 


CONSOLIDATED FINANCIAL STATEMENTS 


December 31, 1985, 1984 and 1983 


SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 


The consolidated financial statements have been prepared 
in accordance with accounting principles generally accepted in 
Canada, which, in the case of the Corporation, are not 
materially different from those generally accepted in the United 
States. Because a precise determination of many assets and 
liabilities depends on future events, the preparation of financial 
statements for a period necessarily involves the use of 
estimates and approximations. The financial statements have, 
in management's opinion, been properly prepared within 
reasonable limits of materiality and within the framework of 
the accounting policies summarized below. 


Fiscal Year Change 


In 1983, the closing date of the fiscal year was changed 
from March 31 to December 31. The accompanying 
consolidated financial statements cover the years ended 
December 31, 1985 and 1984, and the nine months ended 
December 31, 1983. Comparative financial results for the years 
ended December 31, 1985, 1984 and 1983 are reported below: 


Revenue 


OL LOSSES eens cage aes 5) eae 


Income (loss) per share: 
Basic 


Consolidated Statement of Changes in Cash Resources 


In accordance with recommendations of the Canadian 
Institute of Chartered Accountants, a statement of changes in 
cash resources is presented which reflects the impact on the 
Corporation's cash resources from operations, financing and 
investing activities. Prior periods’ figures have been restated to 
reflect this basis of presentation. In prior periods this 
statement had been presented to reflect the changes in 
working capital and working capital components. 


Principles of Consolidation 


The consolidated financial statements include the accounts 
of the Corporation and its subsidiaries and its pro rata share of 
assets, liabilities, revenues and expenses of joint ventures. 


_ Note 1 to the financial statements summarizes the effect of the 


joint ventures on the consolidated financial statements. 
Translation of Foreign Currencies 


The accounts of the Corporation, its foreign subsidiaries 
and joint ventures stated in foreign currencies have been 
translated into Canadian dollars using: 


Unaudited Year Ended 
December 31, 


1983 
$116,722,000 


1985 
$114,298,000 


1984 
$106,233,000 


$ 775,000 $ 239,000 $ (5,025,000) 
$ 15 $ .05 $ (1.00) 
$ 15 $ 05 $ (1.00) 


the fiscal year end exchange rates for monetary items which 
include cash, amounts receivable and payable, and long- 
term debt; 

e exchange rates in effect at the time of the transaction for 
non-monetary assets, liabilities and deferred credits; and 

e exchange rates prevailing during the period for revenues and 
expenses, except for depreciation which has been translated 
at rates pertaining to the related assets. 


Commencing with the year ended December 31, 1984, 
significant unrealized foreign exchange gains or losses relating 
to long-term monetary items are deferred and amortized over 
the remaining life of the monetary item. All other foreign 
exchange gains and losses are included in income. In previous 
fiscal periods all foreign exchange gains and losses were 
included in income. This change was made to comply with 
new accounting pronouncements of the Canadian Institute of 
Chartered Accountants and has no material impact on the 
financial statements. 
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
eee TERRE SLSR AUR SAR Ey RPS SRR SS Sa CSR I SF I BSE TL OS 


Accounting for Contracts 


Income, from contracts which may extend up to five years, 
is determined on the percentage of completion basis except 
that income from contracts of a fixed price nature is not 
recognized until projects attain a stage of completion sufficient 
to reasonably determine the probable results. Provision is 
made for all anticipated losses as soon as they become 
evident. Claims for additional contract compensation are not 
recognized until resolved. 


Unbilled revenues on contracts in progress are included in 
accounts receivable. Deferred contract costs represent the 
excess of costs incurred over the amount of billings less profits 
earned on uncompleted contracts. Unearned revenue and 
contract advances represent the excess of billings over the 
amount of costs incurred and profits earned on uncompleted 
contracts and payments received from clients in advance of 
the performance of the work. Provisions for anticipated losses 
on uncompleted contracts are deducted from related deferred 
contract costs with any excess being included in unearned 
revenue. 


Where the Corporation incurs interest costs, interest on the 
net accumulated expenditures on long-term construction 
projects is capitalized as a deferred contract cost. 


Provision for estimated major overhaul costs for equipment 
is charged to contract costs as the equipment is utilized. 


Land Held for Resale 


Land held for resale is valued at the lower of cost and 
estimated net realizable value. 


Fixed Assets 


Fixed assets are recorded at cost and are depreciated on 
the straight line method, after recognition of salvage values 
ranging up to 30%, over the useful lives of the assets which 
are estimated to be 20 to 40 years for buildings and 4 to 15 
years for construction equipment. 


When joint ventures are established to perform single 
contracts and equipment is acquired for use during the 
contract to be disposed of upon completion of the contract, 
the cost of such equipment, net of estimated salvage value, is 
treated as a contract cost. The original cost of this equipment 
less estimated salvage value is amortized and charged to 
contract costs based on the percentage-of-completion method, 
with the percentage being determined on the same basis as 
that for income recognition. The unamortized portion of such 
equipment cost is included in deferred contract costs. 
Equipment not disposed of upon completion of the contract is 
classified as equipment held for disposal and is carried at 
estimated net realizable value. 
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Excess of Cost Over Net Assets at Acquisition 


The excess of cost over net assets at acquisition, which 
resulted from the 1969 purchase of the Banister pipeline 
operations ($6,938,000), is not being amortized since the 
Corporation does not believe there is any diminution of value. 
The excess of cost over net assets resulting from acquisitions 
subsequent to 1974 ($98,000), is amortized on a straight line 
basis over the estimated life of such amounts, not to exceed 
forty years. Accumulated amortization at December 31, 1985 
amounted to $10,000. 


Income Taxes 


Deferred income taxes result from timing differences 
between financial and tax reporting principally relating to 
recognition of construction revenues and accelerated 
depreciation. That portion of deferred income taxes which 
relates to amounts included in current assets and liabilities is 
shown as a Current asset or current liability. 


Unremitted earnings of the Corporation's foreign 
subsidiaries amounted to approximately $13,783,000 at 
December 31, 1985. Because the unremitted earnings can be 
repatriated on a tax free basis Canadian income taxes have 
not been provided for. 


Retirement Plans 


The Corporation and its subsidiaries maintain a retirement 
plan covering full-time employees. Pensions are funded 
currently and pension expense includes current costs and, if 
applicable, amortization of unfunded past service costs or plan 
gains. 


Earnings (Loss) per Share 


Basic earnings (loss) per share were computed by dividing 
net income (loss) by the weighted average number of common 
shares outstanding during each period. 


Fully diluted earnings per share were determined on the 
assumption that convertible debt was converted at the 
beginning of the year and net income adjusted for the interest 
saving (net of tax). 


| 
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BANISTER CONTINENTAL LTD. 


CONSOLIDATED STATEMENT OF INCOME AND RETAINED EARNINGS 


(Stated in Canadian Dollars) 


Revenue: 
WOSIlICLION| ANd SCIWICES. . .a0h.c. ole aden. oo wa bees 
Semmmncome, (NOte  1Ojpem. “ok. . te. a SS 


Expenses: 
RETR! a BERS na a ce ee 
eC AONE. itn tity ee Se. i) Soe, ole» «5 
RCC SE Re ee ees ce ER es ey oo wie 
pein sacaministrative and cenetal .. os. vk. se yy ens 


Maromien(loss) before income taxeS 2... ce oe we ee bn ws 
imemmestaxes (recoverable) (Note 8) jy. .25. 102. cen cen. 


PEMIC OMEN IOSS) ha. 12 50 celta sar eks eine slosbs Wnelelols «ase ae 
heraimed carnings, beginning of year ................... 


Rec mmecse amines wend Oleyeale. ie as Nk. Sa die ws 


Earnings (loss) per share: 
Basic 
Ue CUS ae ne ei 


See accompanying notes and summary of significant accounting policies) 


Year Ended 
December 31, 


1985 


$112,064,000 
2,234,000 


114,298,000 


97,822,000 
3,633,000 
2,344,000 
8,887,000 


112,686,000 
1,612,000 
837,000 
775,000 
4,333,000 


$ 5,108,000 


15 
A) 


AA 


Year Ended 
December 31, 


1984 


$104,371,000 


1,862,000 
106,233,000 


92,791,000 
3,462,000 
914,000 
8,356,000 
105,523,000 
710,000 
471,000 
239,000 
4,094,000 

$ 4,333,000 


$ 05 
$ .05 


Nine Months 


Ended December 31, 


1983 


$ 97,495,000 
2,450,000 


99,945,000 


98,689,000 
2,992,000 
99,000 
6,710,000 
108,490,000 
(8,545,000) 
(4,362,000) 
(4,183,000) 
8,277,000 

$ 4,094,000 
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BANISTER CONTINENTAL LTD. 


CONSOLIDATED BALANCE SHEET 


December 31, 1985 and 1984 (Stated in Canadian Dollars) 


December 31, 
ASSETS 1985 


Current assets: 


Cash-andzshort-tenm deposits (NOG). eau Ae ote =. center ae ee $15,872,000 
Receivables (Note*4). .. « saaks « Otto. Bes. oa ee es eae 21,319,000 
Recoverable-income taxes «. v0h.. < aes eee eee. an. eae ee cc 55,000 
Deferred’ conttact: COSIS 4 o-oo ee 4,151,000 
Equipment: held forsdisposal (Note -12(a))" tae see ied 5 eee ee ere 2,716,000 
cand ‘held. .foreresales. 25.) ei. Recah ee 3,760,000 
Others cuent: assets .f-5 a. eee << ee eg ec 2,716,000 
Totaltcurrentassets:<. kc sees see ce er ee, a 50,589,000 
Fixed assets, less accumulated depreciation (Notes 5 and 6) ..............-4-. 33,407,000 
Other assetseal. COS... ss wae as. Hx Oe. se 5TSA000 
Excess of cost.over net-assets.at acquisitiona..... ar oc ore ee 7,026,000 


$91,595,000 


LIABILITIES AND SHAREHOLDERS’ EQUITY 


Current liabilities: 


Bank. loans (Notes6)) 3.0... “ae 2 ae RG. ee en ce ee Se 1502000 
Otherradvances :(NOtec7 \oc de Ge ae Gee hid ee eee ee eee ee 21,071,000 
Accounts:payable-and ‘acerued:liabilities: .. 3a. ae ...-eea eee ee 16,056,000 
Income taxes ‘payable: «dice» dlaees eye a eet etn ee ae -- 
Deferred-income taxéSieee 22s «+ wares oc ee a 6,157,000 
Uneamed revénue’and contfact'advancess. 2-2. aye ee 600,000 
Current portion of lone-tenn debi (Notei9\ 34. aor 6 sa ee eee 325,000 
Total current liabilities... \o%.5. a: » se Gk. Aeeika =e one cen 44,339,000 
Cone-tenm, debt, (NOte 9)\2 cian. Sai ace: aA ie A eee 1,650,000 
Deferred income’ taxes! . . 2c... eta. et wee ye = ies oe nee 2,636,000 


Contingencies (Note 12): 85... Geeta 2 Lie ee ee ae ee ae 
Shareholders’ equity: 

Common shares without nominal or par value — 

20,000,000 shares authorized 


5,038,025 Shares ‘issued 0. / sfegks. . sas. ae te ok ae ee 34,751,000 
Contributed ‘surplus’ .a°ts.. vee 9 toe ste Chase nai ee On 3,111,000 
Retained tearmings <8 «2%. hs. 6-4 ae alee, ee a 5,108,000 

Total. shareholders equity... iva... oye ee ee ee ee ee ee 42,970,000 
$91,595,000 


(See accompanying notes and summary of significant accounting poltctes) 


On behalf of the Board: 


née ee: oe ie ae Director 
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December 31, 
1984 


$13,192,000 
23,807,000 


1,616,000 
3,825,000 
2,625,000 
2,370,000 
47,435,000 
32,326,000 


506,000 
6,938,000 


$87,205,000 


$ 2,025,000 
18,735,000 
14,130,000 

162,000 
3,323,000 
1,349,000 

307,000 

40,031,000 

922,000 

4,057,000 


34,751,000 
3,111,000 
4,333,000 


42,195,000 
$87,205,000 


BANISTER CONTINENTAL LTD. 


CONSOLIDATED STATEMENT OF CHANGES IN CASH RESOURCES 


(Stated in Canadian Dollars) 


Operating Activities: 

APE COC TOSS) cx cutee on Pa AF ue let ott 4. 8885 

Add (deduct) non—working capital items: 
DEOCIEUOM™ cae, a Pe Fa) a ee er 
Dletc amc OMeataNCS aie Me ees. yes os 
Bosc (cain) cOn sale Ol Tixedsassels. 242 a hw 
Unrealized currency translation losses .............. 
ENMOMIZATIONEO! COOGWiliee. Ao tein Miia 2 ode. hee 


Working capital provided by (used for) operations ....... 
BR@ccods TOM sale.On [XCCCASSCUS. lo ate soho ess ae 
PIIMOMer (OC SIXCUTASSELS fet. « ciccames o Ly. « tee a eng eres 
PrOronea ICA IUCINS ata s amo ales atin ae tie 5 te 
ONE > Mit: oS ee 5 a Me, gen i ane re 


Casa provided by (used for) operations ............... 
Financing Activities: 

oc-cusmonlone—term debts. . te... thas 4 os calle ci « 

ReetcHOn In One teMin-CeDe . cts. . tiie. maces eu. ees 


Cash provided by (used for) financing activities.......... 


Investing Activities: 
Business purchase less cash acquired (Note 2) .......... 


OAene sed (Om inVeSUNOrACHVILICS o..002. a: + eaten a 
Increase (decrease) in cash and cash equivalents ...... 


Net change in non-cash working capital balances 
related to operations represents the following: 
OCS NAICS a ee 7 Mere te ene oe rr 
ReCOveraple INCOME [AXES catenin sie ee ag ded > UNE  eyoee oo 
Re eirecnCOMlact COstS are Meek ts eh wn i Me ek oe 
BC UMIp Ment ncldelOrGIspOSAl Tak... 6 aes «Aine aoe es 
Baer ticld: (ORTCSAIG ai ten) ee es es et aw 8 
ENCMCUMEKI ASSCLOM. «41 Sees eI oe cake. eos © Os 
Ee TOGN ANCES Aa am dr og Sick Os ek edibg ame Rice io OB La we 
Accounts payable-and accmed abilities’. ..case.2 05%. .: - 
ICONIC AARCS: DAVADICe, aie: caeteiels oye eo caer cake 
Delcied ineeme taxes a= Ame wae. ok ee. 5 
Unearned revenue and contract advances ............. 
Giirent: portion! of long—term, debtwes ¢ tf ake seth es 


aNeredaSe, (GECICASC). Aven Ge resis or. Peer ee acces 


Cash and cash equivalents represent cash and short term deposits 
less short term bank indebtedness. 


(See accompanying notes and summary of significant accounting policies) 


Year Ended Year Ended 
December 31, December 31, 
1985 1984 
$ 775,000 $ 239,000 
3,633,000 3,462,000 
(1,421,000) (2,321,000) 
(719,000) 3,000 
50,000 73,000 
___ 10,000 2 MOSS 
2,528,000 1,456,000 
3,754,000 2,486,000 
(6,069,000) (2,519,000) 
6,347,000 (5,792,000) 
___ 60,000 __ 165,000 
6,420,000 (4,204,000) 
500,000 — 
(322,000) (308,000) 
178,000 (308,000) 
(2,043,000) — 
(2,043,000) — 
$4,555,000 $(4,512,000) 
$5,752,000 $(3,675,000) 
(55,000) 273,000 
(2,234,000) (327,000) 
1,109,000 (3,825,000) 
(1,135,000) 42,000 
(223,000) (375,000) 
2,336,000 1,073,000 
(904,000) (2,340,000) 
(162,000) (15,000) 
2,814,000 2,792,000 
(969,000) 567,000 
18,000 18,000 
$6,347,000 $(5,792,000) 


Nine Months 


Ended December 31, 


1983 


$(4, 183,000) 


2,992,000 
(77,000) 

(875,000) 
14,000 


(2,129,000) 
2,847,000 
(2,410,000) 
(4,034,000) 
136,000 


(5,590,000) 


(293,000) 
(293,000) 


$(5,883,000) 


$(2,444,000) 
(273,000) 
2,290,000 


(682,000) 


$(4,034,000) 


ZA 


BANISTER CONTINENTAL LTD. 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


December 31, 1985, 1984 and 1983 (Stated in Canadian Dollars) 


NOTE 1. JOINT VENTURES 


The Corporation has investments in and advances to joint 
ventures and has participated in these joint ventures in an 
effort to spread present day business risks and to make 
available to the Corporation increased capital and 
technological resources. 


The Corporation's pro rata share of the joint venture 
operations included in the consolidated financial statements is 
summarized below. 


Statement of Income 


REVENUE ict wet fee eit te eit: Gey ee Oe We 
Other income 


Operating CXPenSesinr spiel Ste: aie eee ene ene S| ot cea 
Depreciation 
Interest 
Selling, administrative andy cerictale. aan ekki eee ene 


Incomen(loss) before incomestaxes sare. e reat ee ee 
INCOME Taxes peel. Shc: aires. Siena Rie a anne eine 


Balance Sheet 


Assets: 


Liabilities and owner's deficiency: 
Current liabilities’ ee, .. See eee See he ees 
Lotiestermpderetredtaxecin. an ween) aieee e ee 
Long term debts. 6s ee cee eee eee nt oe ee 
Owner'SsGelicicneW s-s:naek nuaeht ho scapke Rte et al ci ce ae 


Notes: 

(a) Transactions between the joint ventures and the 
Corporation have been eliminated in the consolidated financial 
statements including equipment rentals charged by the 
Corporation amounting to $498,000 for the year ended 
December 31, 1985, $804,000 for the year ended December 
31, 1984, and $143,000 for the nine months ended 
December 31, 1983. 


ae 


Se EE SS SS Ee Se EE Eee eee ae 


Year Ended Year Ended Nine Months 

December 31, December 31, Ended December 31, 
1985 1984 1983 

$15,038,000 $25,417,000 $39,452,000 
101,000 — — 
15,139,000 25,417,000 39,452,000 
12,399,000 24,824,000 50,783,000 
52,000 — _ 
2,269,000 807,000 _ 
334,000 -- ~~ 
15,054,000 295,051,000 50,783,000 
85,000 (214,000) (11,331,000) 
5,000 _ _ 
$ 10,000 $ (214,000) $(11,331,000) 


December 31, December 31, 


1985 1984 
$10,241,000 $11,642,000 
2,219,000 = 
217,000 = 
$12,677,000 $11,642,000 
$24,528,000 $22,981,000 
75,000 zt 
1,000,000 3 
(12,926,000) (11,339,000) 
$12,677,000 $11,642,000 


(b) Income taxes applicable to the income or losses of 
unincorporated joint ventures are not provided in the 
ventures’ accounts but are provided, to the extent of the 
Corporation's share, in its consolidated statement of income. 
Income taxes applicable to income or losses of incorporated 
joint ventures are provided in the ventures’ accounts. 


(c) The financial statement presentation for 1984 is restated 
to conform with the presentation in 1985. 


NOTE 2. ACQUISITION 


Effective October 1, 1985 the Corporation acquired a 50% 
interest in Nicholls Radtke Ltd. by the purchase of common 
shares for $2,500,000. Nicholls Radtke Ltd. is in the electrical 
and mechanical construction business. The acquisition has 
been accounted for as a purchase and the pro rata share of 
the results of operations from October 1, 1985 have been 
included in the consolidated financial statements. The 
allocation of the purchase price is summarized as follows: 


LOS ) ages ee en ae $ 457,000 
Se OUlltS. TECCIVADIE.. fo... woes 3,264,000 
WMetemedsconttact: COSt$’ . 0.5.5.2 4. 301,000 
i euraSSelSh. Re ee ae a es 1,680,000 
WaiemaSSelS ks ches be Gew dunt 252,000 
POCOUNtS PAVADICW: owe eae 2% de a ve (2,734,000) 
Mieaimed TEVENUC <5... 0... da. . (220,000) 
[CCAS TG (a) 0) aa (500,000) 
OL NGI 0) G(R FIN aa eee $ 2,500,000 


The amount shown in the consolidated statement of 
changes in cash resources as payment for the investment in 
Nicholls Radtke Ltd., reflects the purchase price of $2,500,000 
less the cash resources at the date of acquisition of $457,000. 


Additional consideration of up to $2,700,000 (Corporation's 
share $1,350,000) is payable in connection with the 


NOTES. CASH AND SHORT - TERM DEPOSITS 


Cash and short-term deposits are made up of: 


Year ended December 31, 


1985 1984 
Cash on hand and in the 
bank (overdraft) ...... $ 4,742,000 $ (418,000) 
Short-term deposits ..... 11,130,000 13,610,000 
$15,872,000 $13,192,000 


NOTE 4. RECEIVABLES 


Receivables include holdbacks receivable amounting to 
$6,262,000 at December 31, 1985 and $7,960,000 at 
December 31, 1984. Included in receivables at December 31, 

1984 are unbilled revenues amounting to $1,755,000. 


Holdbacks receivable represent amounts billed but not paid 
by customers pursuant to retainage provisions in construction 


acquisition should future years’ pre-tax income of Nicholls 
Radtke Ltd. exceed specified amounts. For the three months 
ended December 31, 1985 additional consideration of $96,000 
is payable. This contingent consideration is recorded when it 
becomes payable and treated as excess of cost over net assets 
at acquisition and amortized on a straight line basis over ten 
years. 


The following unaudited pro forma consolidated information 
includes the results of the Corporation's operations together 
with Nicholls Radtke Ltd. for the years ended December 31, 
1985 and 1984 assuming the acquisition took place at the 
beginning of each period presented. 


Year ended December 31, 


1985 1984 
INCVETIUCZS net eae neues $123,042,000 $115,678,000 
NeteinCOMmes ao. eae Samal 275;000 1S geo 8; 000 
Earnings per share... $ 29 $ .O7 


The pro forma results of operations are not necessarily 
indicative of the actual results that would have occurred had 
the acquisition been made at the beginning of the respective 
periods, or of the results which may occur in the future. 


Cash and short-term deposits include collateral deposits 
amounting to $2,028,000 and $1,347,000 at December 31, 
1985 and 1984 respectively securing bank letters of credit 
issued to third parties. 


contracts and will be due upon completion and acceptance of 
the contract. Based on the Corporation's experience with 
similar contracts in recent years $4,518,000 of the balance at 
December 31, 1985 is expected to be collected in the year 
ending December 31, 1986 and the remainder in subsequent 
years. 
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NOTES. FIXED ASSETS 


The cost and net book value of fixed assets (in thousands) 
are as follows: 


Land:and- buildings: +... 2.26: soe: 6 Pe ee ee 
Coristruction equipment: . 2 com «sce. ee oe ee 
Other 


Oy Omnia} “CRC A COMOECUEC 1) UN QQ OO SOmCreye OO) Ol GO. Si Gedo IO owoRid so 005 


NOTE 6. BANK LOANS 


The Corporation has an operating line of credit of 
$36,885,000 of which $12,558,000 was unused at December 
31, 1985. Used operating lines of credit, amounting to 
$24,327,000, include bank loans of $150,000 and 
$24,177,000 for letters of credit which principally relate to 


NOTE 7. OTHER ADVANCES 


Other advances comprise the Corporation's $21,071,000 
share of indebtedness of a joint venture, payable on demand 
and on or before March 31, 1986, with interest payable at 
bank prime plus 1%% from August 31,1985. The indebtedness 
and interest obligation is secured by bank letters of credit 
issued in favour of the creditor. The bank letters of credit, 


NOTE 8. INCOME TAXES 


The Canadian and foreign components of the income (loss) 
before income taxes are as follows: 


Canadian 22 eacns DS RS TUS eee. Oe eee ee 
10) dal 24 | Ae se gene a ART No SAB ee oe 


The current and deferred components of the provision for 
income taxes are as follows: 


Current: 
Canadians Federal’ ..2%.: sehen. one ae ee 
-Provindialler. ste eee Se TLS ae 
PORGION hla. dic Peugeot ase eg. Re 
Deferred: 
Canadian —-Federal ws. «tee > ves a. tele sooo, ee 
= PLOVEICIAL Ws seca bk BES he bose Ms ee 


Income taxes (recoverable)... Wax ae oe. Gat. 
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Cost Net Book Value 
December 31, December 31, 
1985 1984 1985 1984 
Si COr. $ 6,539 $ 6,415 $i 5,305 
56,756 5/800 26.516 26,662 
1,465 1,246 476 359 
$66,028 $65,588 $33,407 $3226 


non-bank indebtedness of a joint venture. As collateral 
security the Corporation has given an assignment of accounts 
receivable and a $35,000,000 debenture providing a fixed and 
specific mortgage on all land, buildings, and major marine 
equipment and a floating charge covering all other assets. 


which bear interest averaging 14%, are secured by a floating 
charge debenture on joint venture assets, the collateral 
security granted by the Corporation referred to in Note 6 anda 
cash collateral account containing salvage proceeds from the 
sale of major items of equipment. 


Year Ended Year Ended Nine Months Ended 
December 31, December 31, December 31, 
1985 1984 1983 
$1,441,000 $1,062,000 $(8,425,000) 
171,000 (352,000) (120,000) 
$1,612,000 $ 710,000 $(8,545,000) 
Year Ended Year Ended Nine Months Ended 
December 31, December 31, December 31, 
1985 1984 1983 
$ (271,000) $ = $ = 
(149,000) _ — 
(136,000) = 61,000 
(556,000) — 61,000 
965,000 336,000 (3,221,000) 
428,000 135,000 (1,202,000) 
1,393,000 471,000 (4,423,000) 
$ 837,000 $471,000 $(4,362,000 362,000) 


( 


NOTE 8. INCOME TAXES (continued) 


The following is a reconciliation between the normal 
Canadian federal statutory tax rate and the consolidated 
effective tax rate: 


Year Ended Year Ended Nine Months Ended 
December 31, December 31, December 31, 
1985 1984 1983 
eonidaian federal income tax fat@ 2. le 46.9% 46.0% (46.9) % 
Expenses (income) not included for 
MeOUMe ara Ka MUL POSES, tex adie”. 6. . tds cass sss Cha) (.2) dyes 
Operating losses for which no tax recoveries are 
momeKi yr aVallal Cris kegs cate es, sernrs, Me EP. 2 — 20.8 ites) 
Tax rate differential relating to the use of losses or tax 
Be CIT ACKG 0c Ae agri Me Moe eet ey — (Le2) (ld) 
faeexempt portion of capital gain... 42... .sse.. ose). (4.3) (7.9) (0.8) 
Other including provincial rate differentials .......... 10.4 8.8 (5.9) 
Mencoluatedellective (aX Tal@ vs anv. ceeds eae. 51.9% 66.3% (51.0)% 
Deferred income tax expense (recovery) results from timing 
differences in the recognition of revenue and expense for tax 
and financial statement purposes. The source of these 
differences and the income tax effect of each was as follows: 
Year Ended Year Ended Nine Months Ended 
December 31, December 31, December 31, 
1985 1984 1983 
(thousands of dollars) 
Depreciation: 
Differences between tax and book depreciation ......... Da Oy $(1,375) $ (930) 
Long-term contracts including joint ventures: 
Use of percentage completion for financial purposes and 
use of billings less costs excluding contractual holdbacks 
FOR AD ULDOSC Saar «can WR, rc aA tok BV 6,5 2,064 1657 (892) 
Loss provisions charged to expense for financial purposes 
butenee.ceductiblesuntil:imeurredsr. <.0972.. 056. . aa. (385) - (6,109) 
Deductible losses in excess of amounts charged to 
CRICTIS Casa) an SURES CaP et te tie RP beth} «as = 4,690 = 


Reserve for equipment overhauls: 
Charged to expense for financial purposes but not 
Ceduiclibie. Until "ald tem case. awe ks oor. OER ok. 58 a7. (216) 
Loss carry-forwards: 
Benefits recognized for tax purposes which were 


previously recognized for financial purposes ......... 420 — 4,385 
Benefits recognized for financial purposes but not for 
(AX DUEDOSE Saerccas 5 se a Ne cr ts uss, agenda eS (155) (4,286) = 
Other: 
Expenses accrued or deferred for financial purposes, 
GequictedlObiax PUlDOSeS. aS Dold. wan. 2. -cine. «2 122 (392) (661) 
Deleted Ancome tax EXpense (LECOVETY) Ges shes Saws ss $1,393 $471 $(4,423) 
Certain United States subsidiaries have operating loss The Corporation's United States subsidiaries have 
carryforwards for federal tax purposes, for which no investment tax credit carryovers of approximately $234,000 


accounting tax benefit has been recognized, of approximately (U.S. $167,000) available to reduce future U.S. Federal 
$18,210,000 (U.S. $13,023,000) available to reduce future income taxes and expire between 1990 and 1994. 
years’ taxable income and which expire as follows: 

$16,035,000 — 1996; $1,085,000 — 1998; 

$1,090,000 — 1999. 
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NOTE 9. LONG-TERM DEBT 


Non-interest bearing note payable to an affiliate, no specified terms of repayment 
but not repayable within one year or until replaced by bank or other term 
FiNANGHIS sain = ARS 2 8 5 aie nce eae ilies oe a an 

5-%4% U.S. dollar convertible subordinated debenture (U.S. $697,500 at December 
31, 1985; U.S. $930,000 at December 31, 1984) payable to a company 
controlled by a director of the Corporation, repayable in equal annual 
instalments of U.S. $232,500 maturing December 31, 1988 convertible at the 
holder’s option at U.S. $10.91 per share into 63,932 (85,243 at December 31, 
1984) shares Of -commonsstochae . ag Sere te hee ete ote ates eee ere re 


Lesszamount:due"withiniones vedic <i. sk eee ieee > re. eee ee ee 


The principal repayments of long-term debt payable within 
the next five years are as follows: 


1986 — $325,000; 1987 — $325,000; 1988 — $325,000 


NOTE 10. OTHERSINCOME 


Other income consists of: 


Year Ended 
December 31, 
1985 

Tito (ol Gee oe ee. eS em PW ATs $1,390,000 
Gain. (loss) onssale oftfixed assets Ara... eau. ee een 719,000 
Roreienvexchange lOSSeSmete) < aan... ath. eee ee eure eae (90,000) 
Other® .2).. Mk: ek: ee ee Fs ee 215,000 

$2,234,000 


NOTE 11. RETIREMENT PLANS 


The cost of the Corporation's retirement plan, which covers 
all non-union employees, was approximately $648,000 for 
the year ended December 31, 1985, $902,000 for the year 
ended December 31, 1984 and $718,000 for the nine months 
ended December 31, 1983. 


Based on actuarial reviews at December 31, 1985 and 1984, 
the plan assets available for benefits and the present value of 
pension plan benefits are as follows: 


Plan assets available forDenelitsta. apres fe, ee ee 2 ek 


Presentavaluesor pensionsplansbenenits*a Vested a2. see ek. «ete ee ee 
MONVEStCGEP . Gh kc aa..< Sat irae saith 


Plan surplus, at. valttation date' ie... e-sBibe. cag caret! Wo canes ae sO ree 
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December 31, 
1985 


$1,000,000 


975,000 


1,975,000 
325,000 


$1,650,000 


Year Ended 
December 31, 


1984 
$1,776,000 

(3,000) 

(25,000) 
114,000 


$1,862,000 


1985 


$13,872,000 


11,476,000 
809,000 


12,285,000 
1,587,000 


December 31, 
1984 


12295000 


1,229,000 
307,000 


$ 922,000 


Nine Months Ended 
December 31, 


1983 


$1,291,000 
875,000 
(22,000) 
306,000 


$2,450,000 


1984 
$12,125,000 


9,535,000 
750,000 


10,285,000 
$_ 1,840,000 


NOTE 11. RETIREMENT PLANS (continued) 


The assumed rate of return used in determining the present 
value of pension plan benefits is 5% per annum at December 
31, 1985 and 1984. 


Effective January 1, 1985 plan surplus of $1,243,000 was 
utilized to improve members’ pension benefits under the 
Corporation’s defined benefit retirement plan. The remaining 


NOTE 12. CONTINGENCIES 


(a) The Corporation has a 50% interest in Dalcan 
Constructors, a joint venture established to carry out the 
Revelstoke Dam project which was substantially completed in 
1984. Up to December 31, 1985 the Corporation recorded a 
loss on the project of $47,342,000 ($23,153,000 net of tax). 
A loss of $47,812,000 ($23,383,000 net of tax) was provided 
for in prior fiscal years and in the current year a reduction of 
$470,000 in the loss provision ($230,000 net of tax) was 
reflected in the Corporation's financial statements. The 
decrease in the loss provision is a result of resolution of some 
minor claims with the owner. 


The Corporation is jointly and severally liable for the 
obligations of its joint venture partners in all respects of the 
Revelstoke Dam project relating to the owner. A joint venture 
partner with a 15% interest in Dalcan Constructors has not 
fully complied with financial commitments required of the 
partners. Due to the continuing inability of this partner to 
meet its commitments, the additional loss of $1,992,000 
($996,000 net of tax) that could be incurred by the 
Corporation has been provided for and included in the loss 
recorded on the project referred to in the preceding paragraph. 


In arriving at the projected contract loss, no recognition has 
been given to claims submitted to the owner for additional 
contract compensation, relating to substantial extra costs, 
aggregating approximately $108,000,000 ($56,000,000 
Corporation's share), as such claims have not been resolved. 
The owner disagrees with substantially all of the joint venture 
claims. Discussions have taken place and negotiations will 
continue with a view to settling the claims. It is not possible to 
predict the outcome of these negotiations; accordingly, 
recoveries, if any, will not be reflected in the Corporation's 
financial statements until the claims are resolved. The joint 
venture has agreed not to commence legal action with respect 
to these claims until the earlier of repayment of certain 
indebtedness to the owner or March 31, 1986. 


Contract costs have been reduced by the estimated 
proceeds to be received from the sale of equipment which was 
not disposed of upon completion of the contract. 


—————————————— 


surplus of $597,000 was recovered by the Corporation and is 
being amortized to reduce pension expense over a three year 
period. Under accounting principles generally accepted in the 
United States this surplus would be amortized over a longer 
period; however, this treatment would not materially impact 
upon the financial statements. 


The estimated realizable value of these assets is $5,432,000 
($2,716,000 Corporation's share); however, it is uncertain 
when they will be sold and what the final proceeds will be. 


The final outcome of this contract cannot be determined 
until the resolution of all claims and the disposition of the 
remaining equipment. 


(b) During fiscal 1981, Banister Pipelines America, a 
division of the Corporation's U.S. subsidiary, was awarded 
contracts by Northwest Pipeline Corporation to construct 
approximately 110 miles of pipeline in the State of Oregon. 
Following completion of the job legal action against the client 
was commenced to recover approximately U.S. $30 million for 
additional expenses incurred, lost profits, damages, and 
interest thereon. On February 13, 1983 Banister Pipelines 
America obtained a jury award against Northwest Pipeline 
Corporation of U.S. $12,842,662 plus post judgement interest 
of 9% per annum and on November 13, 1985 the Court of 
Appeals of the State of Oregon upheld this verdict. On 
December 19, 1985 Northwest Pipeline Corporation petitioned 
the Oregon Supreme Court for a review of the decision. At this 
time it is not known whether the Court will grant such a 
review. 


In accordance with the Corporation's accounting policies, no 
recovery will be reflected in the Corporation's financial 
Statements until the matter is resolved. Federal U.S. taxes will 
not be payable on any such recovery to the extent that tax 
loss carryforwards and investment tax credits, referred to in 
Note 8, can be utilized. 


(c) The Corporation is involved in other claims and litigation 
primarily arising in the normal course of its business for the 
reimbursement of costs of additional work and of additional 
costs incurred because of changed conditions. Any settlements 
or awards will be reflected in income as the matters are 
resolved. 


(d) The Corporation is contingently liable for the usual 
contractor's obligations relating to performance and 
completion of construction contracts and for the obligations of 
its associates in unincorporated joint ventures. 
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NOTE 13. BUSINESS SEGMENTS 


The Corporation operates in three industry segments: 
pipeline construction, civil engineering construction, and 
underground utilities construction. 


Pipeline construction includes the construction, upgrading 
and testing of pipelines, gathering systems and distribution 
systems for the oil and gas industry. Since 1981, major 
pipeline construction activities have taken place only in 
Canada. During prior years, pipeline construction was active in 
Canada, the United States, and the Middle East. 


Industry Segments (in thousands) 


The Corporation engages in civil engineering construction 
primarily for governments at all levels through its Pitts 
Engineering Construction division and electrical and 
mechanical work through Nicholls Radtke Ltd. Pitts does both 
dryland and marine work, specializing in the construction of 
large scale energy developments, multilane highways, bridges, 
dams and tunnels and marine construction. To date, all civil 
engineering construction and electrical and mechanical work 
has been carried out in Canada. 


Pipeline Construction 


Year Ended Year Ended Nine Months Ended 
December 31, December 31, December 31, 


1985 1984 1983 

Revenueafrom outside SOUrCESA2= -iyr ages Rs te Oe ee $14,909 $27,487 $11,100 
Seementsopetating profitOSs) cae... ee. wakes... Ween ene) ee en $ 85 $ 1,048 $5,004 
[teTeSt” CXDONSC se aay cn hin Me aks cvs ee a 
Income. taxes (provided) tecoverablex. 2. .n.5 31. aes Wee oa ee ee 

Netsincome(lOSS)ie.«: «Autear es cates +c as « RARE. de Oe 
Identifiable” assets™s... Ses. «ee es ee, ee cn $21,600 $28,795 $41,828 
Capital” expenditules “Geax. em: ls. Wee ee ee ee Ae $ar-912 $. *3%8 $ 793 
Depreciation ‘andcamortizationie.. « ape. sche 1 Mena coe Ser [Sa Sl toe $1 O27 


Geographic Segments (in thousands) 


Revenue: from outside SOUICES:. "2. she. ae ee. eee a ee eee ee 
Seement. operating profit (Oss) Wi. gee. ca eee ef ee 


Interests EXPENSE” cao « arent... ike, ») Ra RE ae, oT en ce ee 
Income taxes: (provided). recovetablewen.. "ate. on) aeee eee i cv ee, 


Neeancome” (OSS). coer: Ge cg Als ee ea <n e e 


identifiable sassets-s.4.00 nO). @ Ase te Re eee ae ee eee eee 
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Underground utilities construction operations are conducted 


by Cliffside Pipelayers, a division of the Corporation. Cliffside’s 
work consists of the construction of all types of public utility 
systems in Metropolitan Toronto and throughout Ontario. 


During fiscal 1985, civil construction operations received 
$11,762,000 from one client and utilities construction received 
$13,400,000 from another client, each representing more than 


10% of total revenue. In the same fiscal period, civil 
construction activities received $28,083,000 and utilities 


construction activities received $7,600,000 of revenue from 


government and government agencies in Canada. 


Year Ended Year Ended Nine Months Ended 
December 31, 


December 31, December 31, 


1985 


Year Ended Year Ended Nine Months Ended 


1984 
$36,692 


Domestic 


December 31, December 31, 


1985 


1984 


$114,111 $106,346 
Somes 8208 $. 1955 


SEl.ool. $ 37,075 


Civil Engineering Construction 


For the year ended December 31, 1984, pipeline operations 
derived $19,207,000 of revenue from one client and utilities 
construction derived $14,208,000 of revenue from another 
client, each representing more than 10% of total revenue. 
During the same fiscal period, civil construction activities 
derived $34,198,000 and utilities construction activities 
derived $5,226,000 of revenue from governments and 
government agencies in Canada. 


During the nine months ended December 31, 1983, civil 
construction activities derived $63,222,000 of revenue from 


government agencies in Canada. 


Utility Construction 


Year Ended Year Ended Nine Months Ended 
December 31, December 31, 


Consolidated 


December 31, 


1984 1983 
$42,054 520,292 
Ney ie) Sal ,025 
$25,829 $16,365 
$71,008" es 1ha58 
>.) 956 Se 
Foreign 


Year Ended Nine Months Ended 
December 31, 


December 31, December 31, 


1983 1985 
SunOS 000 $50,078 
S\(125552) Sao. 100 
$ 32,489 $34,210 
$ 59 S$ 25656 
$ 1,234 S lee v. 

Year Ended 
December 31, 

1983 1985 
$99,602 $187 
$ (8,326) $130 

$ 44 


$90,034 


1984 
$(113) 


$(331 


S33 


1983 


Year Ended Year Ended Nine Months Ended 
December 31, December 31, December 31, 


1985 1984 1983 
$114,298 $106,233 $99,945 
$ 3,956 $ 1,624 $(8,446) 

(2,344) (914) (99) 

(837) (471) 4,362 
$ iss DE ANCE ey 
$ 91,595 $ 87,205 $90,682 
oe 749° SF) S10 Se 410 
Cans Ofe) eon Gon 6S 002 

Consolidated 


Year Ended Year Ended Nine Months Ended 


December 31, December 31, December 31, 


$343 


$(120 


$ 648 


wa 


1985 1984 1983 
$114,298 $106,233 $99,945 
$ 3,956 $ 1,624 $(8,446) 

(2,344) (914) (99) 
(837) (471) 4,362 


So C7 See 8 230 ES (41S 
$ 91,595 $ 87,205 $90,682 


29 


AUDITORS’ 
REPORT 


To the Shareholders 
Banister Continental Ltd.: 


We have examined the accompanying consolidated balance 
sheets of Banister Continental Ltd. as at December 31, 1985 
and December 31, 1984, and the consolidated statements of 
income and retained earnings and changes in cash resources 
for the years ended December 31, 1985, December 31, 1984, 
and the nine months ended December 31, 1983. Our 
examinations were made in accordance with generally 
accepted auditing standards, and accordingly included such 
tests and other procedures as we considered necessary in the 
circumstances. 


In our opinion, these consolidated financial statements 
present fairly the financial position of the Corporation as at 
December 31, 1985 and December 31, 1984 and the results of 
its operations and changes in its financial position for the 
years ended December 31, 1985, December 31, 1984, and the 
nine months ended December 31, 1983 in accordance with 
accounting principles generally accepted in Canada applied on 
a consistent basis during the period. 


Cth Yorwrg, Mlarbsoond, Arata «Ad. 


Chartered Accountants 
Edmonton, Canada 
February 28, 1986 


COMMENT ON DIFFERENCES IN CANADA — 
UNITED STATES REPORTING STANDARDS 


In the United States, reporting standards for auditors 
require the expression of an opinion qualified as being subject 
to the outcome of significant uncertainties affecting the 
financial statements such as those referred to in the 
accompanying balance sheet as at December 31, 1985 and as 
described in Notes 12(a) and 12(b) to the financial statements. 
The above opinion is expressed in accordance with Canadian 
standards and is not qualified with respect to, and provides no 
reference to, these uncertainties since such an opinion would 
not be in accordance with Canadian reporting standards for 
auditors when the uncertainties are adequately disclosed in 
the financial statements. 


ith Aovng, Mlarhtene, Mormons el 


Chartered Accountants 
Edmonton, Canada 
February 28, 1986 
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MARKET FOR 
COMMON SHARES 


The common shares of Banister Continental Ltd. are traded 
on the American Stock Exchange in the United States and the 
Toronto, Montreal, and Alberta Stock Exchanges in Canada. 
Following is a schedule of high and low share prices, by 
quarter, for the years ended December 31, 1985, and 
December 31, 1984 on the Toronto Stock Exchange and the 
American Stock Exchange. 


a) on the Toronto Stock Exchange 
(in Canadian $) 


Quarter ended: 
March 31 
June 30 
September 30 
December 31 


b) on the American Stock Exchange 
@nU.S.$) 


Quarter ended: 
March 31 
June 30 
September 30 
December 31 


As of December 31, 1985 there were 1,956 holders of 
record of the Corporation's shares, as shown on the records 
maintained by the Corporation's Registrar and Transfer Agent. 
Included in the 1,956 holders of record are investment dealers 
and other nominees which hold shares of the Corporation on 
behalf of additional shareholders. 

No dividends were declared during the years ended 
December 31, 1985, and 1984, nor during the nine months 
ended December 31, 1983. 


Fiscal Year Ended December 31, Fiscal Year Ended December 31, 


1985 1984 
High Low High Low 
Shy: 6%, CG), 6 
10 37, 37, 57, 
LO, OY, 87, Te, 
107, 8%, A Oy; 
Fiscal Year Ended December 31, Fiscal Year Ended December 31, 
1985 1984 
High Low High Low 
Ge a7, o%, a 
Vhs 6% OY, a 
OE 6%, O% oy 
Os OY, 0% 47, 


The Investment Canada Act contains restrictions on the 
acquisition of control of the Corporation by persons who are 
not Canadian citizens or by non-eligible persons or groups, as 
defined therein. 


Pursuant to the Income Tax Act of Canada, non-resident 
shareholders are subject to a 25% withholding tax on any 
dividend paid by the Corporation. As a result of tax 
conventions with the United States of America and certain 
other countries, the rate of withholding tax for residents of the 
United States and such other countries is reduced to 15%. 
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SELECTED FINANCIAL DATA 


(Stated in Canadian Dollars except for exchange rates) 


For the Year Ended December 31, 


For the Nine * 
Months Ended 
December 31, 


1985 1984 1983 
ReVENUC:. rat «ks 2 eee ome $114,298,000 $106,233,000 $99,945,000 
Net ingore (10SS)) sa eee $ 775,000 $ 239,000 $ (4,183,000) 
Income (loss) from 
continuing operations 
before extraordinary 
item) "a See ee ee. $ 775,000 $ 239,000 $ (4,183,000) 
Earnings (loss) from - ae A a 4. 
continuing operations 
before extraordinary item 
per common share: 
BaSiCe..c0e: sea $ Le) $ 108 $ (.83) 
Fully diluted ........ $ ri Sas .05 $ ~ (.83) 
TOEAISASSELS Sues ee oes $ 91,595,000 $ 87,205,000 $90,682,000 
EOne stern) Geto sae once $ 1,650,000 $ 922,000 $15 Lome O00 
shareholders: “equityaee. ..o-. $ 42,970,000 $ 42,195,000 $41,956,000 
Cash dividends Cc. | a 
declared per 
common ,share. ee . +. oi -- $ — $ _ 
Weighted average 
number of 
common shares ..4 0. =. 55058,025 5,038,023 3,058,025 
Exchange rates 
(U.S. Dollar equivalent 
of $1 Canadian): 
End of period rate .... $ Wiles 2. $ .7568 $ .8036 
Average rate for : 
DeciodMargi nae cx Se A283 $ eed $ 8104 
High rate for 
DeKlOd Mgr. Ae eas $ .7569 $ .8024 $ 8162 
Low rate for a> oy GR. 
DeHOd Se. aan. ey $ .7147 $ DLS $ 8001 


Reference should be made to Note 12 of the Consolidated 
Financial Statements of the Corporation for a description of 
contingencies. 


* On August 30, 1983, the Board of Directors changed the 
closing date of the fiscal year from March 31 to December 31. 
Reference is made to the Corporation's summary of significant 
accounting policies for a description of the comparative 
financial results for the years ended December 31, 1985, 

1984 and 1983. 
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For the Year Ended March 31, 


1983 1982 
$258,858,000 $217,363,000 
$ 4,058,000 $ 4,660,000 
$ 4,058,000 $ 39,000 
$85 “3 ae 
$ Oa SS Ol 
$ 97,054,000 $111,415,000 
$ 1,435,000 $ 8,982,000 
$ 46,139,000 §$ 37,553,000 
$ 60 $ = 

4,767,000 4,028,000 
$ 8104 §$ oli 
$ 8076 §6§$ COLE 
$ S139" 2S 8487 


$ ew e9 


$ .8056 


R.K. BANISTER 
Chairman and Chief Executive Officer 
Banister Continental Ltd. 


H.B. BANISTER 

Vice President, Planning, Equipment, 
and Business Development 

Banister Continental Ltd. 


W.M. BATEMAN 
Consultant 
Banister Continental Ltd. 


R. BERNSTEIN ** 
Partner 
Bear, Stearns & Co. 


N. FRASER** 
Vice President 
Dominion Securities Pitfield Limited 


J.R. McCAIG* 
Chairman and Chief Executive Officer 
Trimac Limited 


R. MacTAVISH 

President, Chief Operating Officer, 
and Chief Financial Officer 
Banister Continental Ltd. 


S.A. MILNER* 
President and Chief Executive Officer 
Chieftain Development Co. Ltd. 


A.M. SHOULTS* 
Chairman 
CHOT Broadcasting Ltd. 


G.A. VAN WIELINGEN** 
Chairman and Chief Executive Officer 
Sulpetro Limited 


A. VANDEN BRINK 
President and Chief Operating Officer 
Trimac Limited 


* Members of the Audit Committee 
** Members of the Compensation 
Committee 


Guaranty Trust Company of Canada 
401 - 9 Avenue SW. 
Calgary, Alberta T2P 3C5 


88 University Avenue 
Toronto, Ontario M5] 1T8 


427 St. James Street West 
Montreal, Quebec J8X 2K1 


Morgan Guaranty Trust Company 
of New York 

30 West Broadway 

New York, New York 10015 


Alberta Stock Exchange 

Montreal Stock Exchange 

Toronto Stock Exchange 
American Stock Exchange 

Stock symbols are BAC 
(ASE,TSE,MSE) and BAN (AMEX) 


R.K. BANISTER 
Chairman and Chief Executive Officer 
38 years service 


R. MacTAVISH 

President, Chief Operating Officer, 
and Chief Financial Officer 

5 years service 


E.R. AUSTIN 
Group Vice President, Utilities 
23 years service 


J.J.F. LOEWEN 
Group Vice President, Civil Construction 
1 year service 


R.F.C. MARRIOTT 
Group Vice President, Pipelines 
12 years service 


H.B. BANISTER 

Vice President, Planning, Equipment, 
and Business Development 

11 years service 


C.N. D’CROIX 
Vice President, Administration, Utilities 
12 years service 


D. FLYNN 
Vice President, Labour Relations 
16 years service 


JeLECH 
Vice President and Controller | 
© years service 


F.A.M. TREMAYNE 


Vice President, Secretary and General Counsel 


12 years service 


J.W. WRIGHT 

Vice President, Administration 
and Treasurer 

19 years service 


Royal Bank of Canada 
First National Bank of Chicago 


Seaboard Surety Company 


Arthur Young, Clarkson, 
Gordon & Co. 


9910 - 39 Avenue 
Edmonton, Alberta T6E 5H8 
Phone: (403) 462-9430 
Telex: 037-2380 


9910 - 39 Avenue 
Edmonton, Alberta TOE 5H8 
Phone: (403) 462-9430 
Telex: 037-2380 


9910 - 39 Avenue 
Edmonton, Alberta ToE 5H8 
Phone: (403) 462-9430 
Telex: 037-2380 


Suite 300, 7500 Woodbine Avenue 
Markham, Ontario L3R 4M8 
Phone: (416) 474-0404 

Telex: 06-986236 


3660 Midland Avenue 
Scarborough, Ontario MIS 3B2 
Phone: (416) 293-7004 

Telex: 065-25276 


9910 - 39 Avenue 
Edmonton, Alberta T6E 5H8 
Phone: (403) 462-9430 
Telex: 037-2380 


Britannia Building 

703 - 6 Avenue S.W. 
Calgary, Alberta T2P OT9 
Phone: (403) 290-5000 
Telex: 038-22653 


150 Sheldon Drive 
Cambridge, Ontario N3V 2V8 
Phone: (519) 653-3200 
Telex: 069-59387 
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Banister 
Construction Group 


“Building Strength” 
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